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8 0 JUL 1970
MEMORANDAM FOE:  Deputy Director of Intelligence
SUBJECT : New [ |Mrtoeated Stereo Scanner Froposal
REFERENCE o | Letter to :PIC Contracting

cer » Hated 24 July 1970
Same S.ub_liect

1. On 27 July the DDI Contracting Officer received a letter frox
[ | (attached) in which he proposes that
[__Tcomplete Its werk on the Automated Sterso Scanner wekler nsw con-

- dittoms. [} letter proposes a fixed-price-incentive comtract

for a period of 13 months at a t cost of approxirately [ |and
a colling price of awm‘iwtel;&

2. ajor changes from[ | provious proposal sre the offer of a
fixed-price-Incentive contract instead of g cost-plus coatract, and the

deferral of all effort on the computer softeare. "¢ previously had been

wnsuceessful in attempts to persuade to ggree to a £ixed-price-in-
centive contract. On the other hand, deferral of the software would

deprive us of a critical element of the syster -- an element walch ]

has had great difficulty in developing.

3. In April 1976, after reviewing the status of the ‘utomated Sterco

Scanner Projoct and an [ | request for an additional to complete
the equipment Jdevelopment, I declded to stop worl at lp to that
time this effort had cost us approximately | T decided to con-
tract in FY-70 for an independent engineering audit of tuis project by

agreed and was contracted with to

I
provide tecimical consultation services together with packirg and shipping

the equipment to |:| This shipment is supposed to start on 3 August,

4. 1 imtend to contins with the engincering awdit. I am con-

cerned that this new| |proposal is a delsying action. Trerefore, !
have instructed to respond to[  Jqulckly, and that
letter (attached) Ias peen sent,

DECLASS REVIEW by NGA Executive birector

Xational Photograchic Interprotation Center

Attachments: (2)
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- RURETI S . _ 24 July 1970

Dear Norrn,

"\/iany tn‘qcs in the tortuous history of the development of the Sterco
. Scanner the question of completing the job under some sort of cost ceiling -
25X1 consatraint has becn raised. :lhas always rejected this concept on the
- grounds that the highly developmental nature of the task makes a cost ceiling
an unacceptable risk from the contractor's standpoint if the performance
specifications are to be met. We still believe this position to be correct in
rincinle, but we also recognize that our past performance on this program
in the area of cost management has been such as to create understandably a
: asurc of doubt as to whether we would successfully complete the job within
B - our estimates, With this latter consideration in mind, we have once again
examined the situation to determine whether there might be a mutually accept-
25X1 able way for :]to deliver a technically satisfactory and useful Stereo Scanner
o under some type of ceiling cost constraint, .

" We would like to offer at this time for your consideration a plan which
we believe would c111:—.%:3.1'1‘51ally meet the ob_]ectlve stated above. This plan is
in summary as follows

i S ) he Stereo Scanner would be delivered with all hardware features
S necebsary for fully automatic operation as originally configured,

\ but 211 effort on corguter software would be deferred. black

\bcc to haadie housekeeping functions otherwise performed by the
o \con‘mute* wouldibe :mcorporated so that the 1nstrum\nt as

delivered would \be Sum. -automatic, . -

o . 1‘ . - v
54 '-‘c'rpe ontract would be considered complete

eplaced with 2 dnprlce ~incentive type of contract.
@ ~ -
\ : ——
N ; . -‘ - : - -
3} lr[r e exigiivg igeipical requirements and performance specifi~
-q‘xtju'-c O .« |zordensed, clarified, and quantified to develop
a concise,statenagal ;f work and quantitative hardware specifi-

oogx,ctch here'ie hot to downgrade the original performance

uanulfy them to the degree necessary to be

|
c,'ﬂlo nowhich J()Li\i‘ Lorm the basis for the new contract. The
obwcckl\mx bul to S

COnglsio:f “vith = fixed price type of contract.” Equipment per- N

_ ) , formance . a nd scopie of work are presently defined by several
T . document S B dated ir 1965, and do not reflect the quantitative
' \ ' - ata and techs 1010:;"): that has evolved over the past four years.

- i L
' ‘; ’ / : i ) ) . ;
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. The first stcp in implementing such a plan would involve a meeting
“between I:lproject management and technical per sonnel and their counter-
‘parts in your organization to begin the task of firming up the revised
statement of work and definitive equipment specification. We belicve that
this might be accomplished in approximately two weeks time. After resolu-

_tion of the se matters to our mutual satisfaction, we would then submit a cost
' ‘proposal on a fixed-price-incentive basis for performing the work defined.

Qtar current thinking,on, what such a proposal would look like runs
somewhat as follows: s L
R 1) Period of péi_cformancé - 13 months
'~ approximately

2) Target Cost

3) Ceiling Price —'ap‘profx-imately b

- 4) Incentive Structure - a combination of a relatively low target
i "if')rofit, strong performance incentives, and a conventional
cost-sharing formula, such as 70/30 under target cost and
90/10 over target cost, would seem appropriate, .

: Although we continue to believe that this plan involves considerable risk
Vo '__for the contractor, our interest in seeing this program through to a success-
Vo “ful completion is such that we are prepared to take that risk, Since there is
' now in effect a firm plan to ship this piece of equipment to a competitive firm
v for additional work in the very near future, we would appreciate having an
indication as to whether your organization is interested in the plan outlined
‘as quickly as possible, I would be happy to discuss this plan with you at your
convenience should you so desire. ' '

I3

R Sincerely yours,

JAW:dm'
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